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This thesis mainly demonstrates the legal issues of Private Equity Fund (referred 
to as PE) from the perspectives of PE manager supervision, internal governance, and 
Valuation Adjustment Mechanism (referred to as VAM Agreement), and tries to make 
some suggestions to improve the leglal systems of China’s PE. 
Emerging from modern financial innovations, PE has been playing an essential 
role in the process of transforming from “Made in China” to “Created in China”. 
Promoting the development of PE has an important significance for encouraging the 
development of innovative enterprises, solving the financial problems of small and 
medium innovative enterprises, and promoting the upgrading of China economic 
transformation. 
Nowadays, China’s PE is in a building development stage, the legal systems of 
PE including investor admittance, internal governance, information disclosure, exit, 
etc. need to complete. In recent years, domestic scholars have done losts of beneficial 
research on China’s PE legislation. However, studies in the fields of PE manager 
supervision, internal governance, and VAM Agreement is relativly weak and remains 
to perfect further. Therefore, strengthening the research of China’s PE legal systems 
has a great theoretical and practical significance to promote the healthy and orderly 
development of PE. 
Based on domestic and foreign Studies, this paper firstly analyzes the concept, 
connotation and present situation of PE. Then, after studying China’s PE supervision 
status, it points out several problems involving the frustration of legislative regulation 
on PE manager due to conflicting supervision modes, the mismatching of PE 
manager’s own assets and investor’s assets under management, and the failure of 
supervision on PE manager’s executives qualification. Accordingly , it puts forwards 
some improvement propositions such as establishing a unified regulatory mode, 
implementing compulsory registration, establishing information disclousre system and 














the asymmetric information theory, this paper analyzes the adverse selection and 
moral hazard in the internal governance of PE. Improving the PE market credit system, 
incentive and constraint mechanism is the effective mesure to overcome the adverse 
selection and moral hazard. Finally, this dissertation focuses on China’s first case of 
VAM Agreement of PE, discussing the character, validity, and legal application of 
VAM Agreement, which acts as an enterprise valuation adjustment mechanism, a 
hedge against risk and an incentive mechanism. Hence, recognizing the validity of 
VAM Agreement is the inherent requirement of market economy, and it is helpful to 
promote the development of China's PE. 
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